The aim of this paper is to provide empirical evidence relating to the factors influencing the compliance of Islamic finance by Indian corporate sector. The sample comprised of the whole population of Shariah companies numbered as 190 consisted in the 500 Shariah and Nifty Shariah indices during the period of 2009 till 2014. However, after making the necessary filtration due to unavailability of data, the actual size of the sample came out to be 136 companies. The relationship between factors and the extent of compliance were analysed using Panel data regression model. The results evident that companies of larger size and higher growth rate have significant mandatory compliance. Whereas, firm size examined with net sales and board independence has withstood with compliance of voluntary and overall measures. The significant implication of our results is that it provided information on firm specific characteristics for the investors who are looking for investment in Shariah compliant companies. In this way investor would be able to keep an eye on their investment. These results may also be advantageous to the regulators in making decisions. Distinct from previous empirical research concerning to Islamic social reporting in Muslim and non-Muslim countries, this study examines the factors affecting the extent of Shariah compliance by the companies listed under Shariah Index in Indian stock exchange.
Introduction
Shariah screening process is comparatively a new entrant in the Islamic finance domain [1] [2] . Muslim community was usually disinclined to participate in stock market just before 1970s owing to the fact of instant Shariah forbiddance enforced on capital market [3] . However, religious rein took a quantum leap during 1990s relating to investment in equity and permitted Muslim to be involved in stock market enforcing certain stipulation [4] . To be mindful of the present market scenario and the contribution of the listed companies in an economic system, a group of dominant Shariah scholars had come about and accorded certain criteria in the course of time 1987 to make Muslim investors able to possess, hold up and transact the shares of the listed companies [5] . It is one of the major initiatives towards encouraging the development of Islamic capital market. Since it provides avenue to Muslim investors and enables them to partake in financial market [6] [7] . Islamic capital market also serve the purpose of Shariah compliant investment for Islamic banking and insurance industry, hence, reckoned as a backbone of whole Islamic financial system [8] [9] . A credence over this market has been shown by investors considering the prominent feature of financial investment which should be in harmony with the Islamic principles [10] . Shariah screening of the portfolio is being performed to ascertain whether these are in conformation with the preconditions laid down by the Shariah board [11] [12] . It is incumbent on screening authority to filter out the business transactions in accordance to Islamic stock screening methodology [13] [ 14] . In view of the fact that experienced Muslim investors are increasing in the global financial market and they anticipate their funds to be well managed which is aligned according to Islamic values and principles [15] . Shariah screening standards forbids companies from not to indulge much in lending and highly levered activities that in consequence improves the performance of Shariah compliant companies [16] . Given that, Shariah compliant companies provides higher return as compared to non-Shariah and showcased better performance during the period of turmoil [17] . Owing to this reason, this study will concentrate on the relationship between the factors selected on the basis of prior literature and Shariah compliance of the companies. The present study aims to examine the factors influencing the compliance (i.e. mandatory, voluntary and overall compliance of the parameters) of Islamic finance by Indian corporate sector. The extent of compliance of Shariah principles vary from one company to another company however, the firm-specific attributes tend to influence Shariah compliance by the companies. This study analysed the relationship between the extents of compliance and corporate attributes of Shariah compliant companies. Although there are several studies that have investigated the factors that may influence a company to provide corporate social reporting and negligible number of studies on Islamic social reporting but none of the studies to the best of my knowledge have analysed Shariah compliance by the companies in India. The firm-specific characteristics whose impact on extent of Shariah com-the impact of these firm-specific characteristics on Shariah compliance practices of the listed companies under Shariah Index is to recommend areas where efforts to improve the Shariah compliance regulating authorities in the country should be focussed. The study of the firm specific characteristic was pioneered by [18] , which ascertained the extent of disclosure. It is considered to be important or desirable to measure disclosure by an index of 31 information items by financial analysts in their investment decision making and also reasoned to improve the financial reporting practices of many US companies. The corporate-specific attributes comprises of number of shareholders, asset size and profitability had been noticed to cause the differences in disclosure [18] . The several researchers have adopted [18] study and duplicated his methodology with or without some changes (see. [19] - [26] ). Therefore, an attempt has been made by extending this area of study to companies comprised under Shariah index listed on the NSE India.
Although there are myriad studies examining the conventional social reporting followed by voluntary disclosures made by the companies available in abundance in the national and international sphere. Succeeded by, very few of the studies with respect to Islamic social reporting and the Shariah compliance of the companies are found in the international arena, however, to the best of my knowledge, the level of compliance of Shariah principles made by the companies under different industries has been overlooked yet in India. One of the important issue that has been often talked about is the determinants influencing the conventional social reporting, voluntary disclosures and Islamic social reporting.
The various firm specific characteristics are recognised in the prior studies which effect conventional social reporting, mandatory and voluntary disclosures and Islamic social reporting but could those factors impact the Shariah compliance of the companies have not been discussed. So, the empirical purpose of this paper is to scrutinize if those factors could influence the extent of Shariah compliance or not.
The paper is organised as follows. The second section briefly discusses the theoretical background of various determinants and help to develop the hypothesis. The third section explores the econometric model with special reference to Panel regression to consider both the dimension time and cross-section of the data. The fourth section reports the results of empirical analysis. The fifth section talks about concluding remarks which contains implication and future scope of the study.
Theoretical Background and Development of Hypotheses
In this section, researchers explained different independent variables and how these variables are related to dependent variable (Disclosure of Shariah Theoretical Economics Letters compliance).
Dependent Variable
Disclosure of Shariah compliance index is the dependent variable. The study employed content analysis tool to examine the extent of Shariah compliance by the different companies that have been a generally acceptable method of coding used in the prior studies of disclosure [27] [28] [29] [30] . An index was formulated consisting of 47 items and further sub-categorised into 6 themes. A number of items related to Shariah compliance are there in each theme. This method was adopted in various studies, however, concerning to Islamic social reporting put forward by [27] [31] and CSR information disclosure for Islamic financial institutions [27] [31] [32] but no study to the best of knowledge in India measured the financial aspect of Shariah compliant companies as recommended by Shariah advisory. Owing to this reason, the study has been extended by developing Shariah compliance index and taking into account the financial parameters along with rest of the five parameters to determine the Shariah compliance of the companies.
Independent Variable
This study considered several factors that could contribute to the extent of Shariah compliance by the different companies based on prior studies have been discussed below. Results of the previous studies revealed that firm size, profitability, board composition, leverage, nature of the industry, age along with increase in independent directors influenced the extent of Islamic social reporting and voluntary disclosure [33] - [43] .
Size
Company size would influence the decision-making of the company while disclosing the information in the annual report [44] . It is used to assess the political cost which increases as per the size of company and the level of risk [45] . It is concerned with agency theory in which larger firm bearing high agency cost would dig into for more information in order to cut down the agency costs [41] [43] [46] . The various aspects of the company are generally explained by company size which is considered as an estimator variable. Company size can be ascertained on the basis of the total assets, size of equity together with company value [47] . Size constitutes as one of the most important variables in ascertaining the extent of disclosure. The relationship between size and voluntary disclosure in general had been examined in a lot of studies [36] [48]- [53] . The impact of size on disclosure has been examined all around the different countries such as the Austria [54] , US [25] [26] [55] , Canada [56] , the UK [24] , Mexico [57] , Nigeria [23] , Spain [20] [58] and Sweden [22] . On the basis of above discussion the following hypothesis is evaluated: H1: There is a significant relationship between size of the company and extent of Shariah compliance. 
Leverage
The previous studies ascertained relationship between financial leverage and the extent of disclosure [59] . It is indicated by [60] that decrease in debt holder's inclinations to price-protect in contrast to transfers from themselves to shareholder has been observed with the increase in disclosure on the basis of agency theory. In various studies, a positive relationship between leverage and corporate disclosure has been determined [61] . According to [62] , more highly leveraged firms attempt to disclose more information in annual reports in order to cut down monitoring costs incurred by the companies. On the other hand, [63] established a negative and significant relationship between leverage and the corporate social responsibility. It is indicated that the firm with high leverage in order to fend off creditor scrutiny will bring down its CSR communication. The high leverage company seeks not to get much attention from the debt holders by reducing the corporate governance disclosure. [42] found a significantly negative effect of leverage on corporate social responsibility disclosure while examining the factors influencing disclosure of CSR in Indonesia. The prior study demonstrated that size control variable and leverage leads to good corporate governance which results in a good impact on the value of company [64] . In view of above discussion, the following hypothesis is assessed:
H2: There is a significant relationship between leverage of the company and extent of Shariah compliance.
Growth
It is anticipated that companies with the higher growth opportunities incline to make effort on improving the disclosure level [65] . The prior studies used growth as a predictor variable to test the difference in disclosures of companies.
However, the compliance of Shariah principles could get influenced by the growth of the company should also be examined. In the view of above discussion, the following hypothesis is examined:
H3: There is a significant relationship between growth of the company and extent of Shariah compliance.
Profitability
The prior studies make it evident that profitability has the capability of affecting the extent to which companies reveal mandatory information in the annual reports [18] [26] [34] [66] [67] . To support this assumption, various reasons have been put forward. Profitability is considered as a standard of management performance and so the profitable organisation is expected more to reveal to help the users in making financial decisions and explaining their compensation package and position [26] [68] . Otherwise, organisation with a poor performance may reveal less information to hide the unsatisfactory position. In some studies [69] , the direction of relationship between profitability and disclosure is not clear however, [20] established no association between profitability and disclosure. Nevertheless, profitable company is more possibly to divulge information required by the users. In view of Theoretical Economics Letters above discussion, the following hypothesis is studied:
H4: There is a significant relationship between profitability of the company and extent of Shariah compliance.
Age
Empirical evidence with regard to company age and voluntary disclosure found an association between them [36] [37] . Moreover, long established firm are more inclined towards communicating voluntary social disclosure reported by prior research that debated the age of the company and its influence on CSR (corporate social responsibility) participation. [70] indicated positive association between CSR and age of firms. The reason behind this association is that deep-rooted firms have acquired more assistance from the society as compared to young companies and over the period of time as the relationship grows older company attempts to take a greater leadership role and develop the sense of social responsibility. [71] observed that deep-rooted firms dispose to communicate more information than budding companies. On the basis of above discussion, the following hypothesis is investigated:
H5: There is a significant relationship between age of the company and extent of Shariah compliance.
Board Size
Board size can influence the extent of disclosure, controlling and monitoring process indicated by various empirical studies in corporate governance [40] [72] . Large board size makes the task of controlling CEO and monitoring process uncomplicated and effective [73] . On the other hand, communication and coordination amongst board members could be restrained due to very large board size and therefore will prevent process of monitoring. It is necessary to maintain an appropriate size of board as very large or small board will not be efficacious and suggests non-linear relationship between size of board and corporate social responsibility, where evidence of positive effect on CSR with larger board size and negative influence with a very large board size is found. In the opinion of [74] , a large board size may wane the possibleness of information asymmetry. In addition to that, it may also bring down the precariousness and the dearth of information [75] . Given the more members on the board, the capability of members of the SSB to oversee the functions of bank that influence the welfare of the society becomes much higher. Since, collaborative knowledge and acquaintance of the SSB members will develop with the more members that contribute towards higher communication of CSR information. The following hypothesis is tested, on the basis of above discussion. H6: There is a significant relationship between board size of the company and extent of Shariah compliance.
Board Independence
It is considered that many of the corporate governance problems can be solved with the presence of Independent directors on the board of the company. Inde-Theoretical Economics Letters pendent directors on the board performed an oversight role on management on shareholder's part and also believed to be as a potential solution to the problems.
They can supervise management efficaciously as per the assumed facts because they do not require a disposition to good graces of management, and can express their opinion openly and without any hesitation or fear in front of management misdeeds, outside and inside the boardroom, with the objective of shielding the interests of shareholders [38] . It is examined that the composition of independent commission board and corporate social responsibility disclosure of the company are positively and significantly correlated with each other [76] . An empiric manifestation with respect to independent director's role towards corporate transparency is found to be mixed regardless of witnessing its so many utility. [39] H7: There is a significant relationship between board independence of the company and extent of Shariah compliance.
Nature of Industry
The study included industry type as a predictor variable. It is argued that the disclosure practices of the firm are not expected to be same across varied industry due to the variations may occur in accounting policies and practices of the companies [35] [80] . The reason behind differences could be a particular situation in which specific industry might come across and affect their disclosure practice [20] . The overall contributions of certain industries towards export earnings or national income of the country become the reason for its rigorous control and high regulation. This may also influence the disclosure and reporting practices of the firm in that specific industry [35] . The other studies [81] suggested, for instance, companies under media industry are less expected to disclose certain accounting ratios as compared to companies in the other industries. Because the feeling of making less additional disclosures comes among the companies under the regulated industries in order to make their activities legal. [82] suggested that import of intermediate materials and foreign partnership influence the performance of the firms. [52] indicated the bandwagon effect according to that if one company prevalent in the industry disclose more, this would prompt other companies to disclose more belong to the same industry. The findings of prior studies showed mixed results. [83] suggested a positive relationship between types of industry and the level of corporate disclosure Theoretical Economics Letters whereas, [20] [35] suggested no significant relationship between industry type and level of corporate disclosure. Therefore, foregoing discussion contributed to the development of the following hypothesis:
H8: There is a significant relationship between nature of industry of the company and extent of Shariah compliance. 
Econometric Model

Panel Data
Panel data analysis examines the particular subject within multiple sites over a specified time form which has been observed periodically. However, combining the cross-sections with time series can make the quantity and quality of data better in the way that it would be inconceivable to employ only one of these attributes [84] . It is considered to be a powerful and rich tool for the one who There are three competing formulations according to 
Generalized Least Squares (GLS)
In order to apply GLS, we need to calculate θ by utilizing the Ω matrix: 
Feasible Generalized Least Squares (FGLS)
In order to apply FGLS, the first thing is to estimate θ with the help of 2 v σ and 2 u σ . 
LM Tests for Random Effects
Testing for the existence of cross-section (individual) and time effects is impor- 
where, e e ′ represents the Sum of Squares due to Error (SSE) of the pooled model (OLS regression model), and e represents the n × 1 vector of the group means of pooled regression residuals.
[91] introduced the same Lagrange Multiplier Test, but in a different form.
If we accept the alternative hypothesis then it means that a random effects model is more relevant and efficient in handing the heterogeneity in the model better than a pooled OLS model. In a two-way random effects model, the null hypothesis is 
Results
Multicollinearity Tests
When the study includes a number of predictor variables the problem of multicollinearity arises. Consequently, it becomes hard to ascertain the impact of each of the predictor variables on the response variable [92] [93] . When the correlation is found to be greater than 0.80 (Gujarati, 1995) , or the variance inflation factor (VIF) transcends ten, then multicollinearity is considered to be a grave problem [94] [95] . Because higher level of VIF could affect the results of regression analysis so researchers want it to be lower. A variance inflation factor suggests the magnitude of the inflation related to a beta weight in the standard errors on account of multicollinearity. In other words, VIF evaluates the increase in variation of a calculated regression coefficient with the correlated predictors.
For instance, a factor with a VIF of 7 increases the standard errors than would be the case otherwise, if there were no inter-correlations among the independent variable of interest and rest of the independent variable consists in the regression analysis. The variance inflation factor (VIF) is used as a signal of multicollinearity in multiple regressions. It is determined as the reciprocal of tolerance: The presence of multicollinearity in the data has been determined by using Variance Inflation Factor (VIF). [102] . Therefore, data can be concluded to be quite normal in nature.
Model Development
On the basis of foregoing discussion, the following model has been presented to assess the factors that could influence the Shariah compliance of the companies.
The following models are employed to test H1 -H8: [103] variance component estimators are used in the study. Table 6 provides the results of panel data regression. 
Extent of Compliance
Concluding Remarks
Islamic finance offers investment opportunities for the investors similar to conventional counterparts. However, Islamic finance differs with regard to compliance of Shariah principles from mainstream counterparts. The extent of compliance of Shariah principles could vary from one company to another company, nevertheless the firm-specific attributes tend to influence Shariah compliance by the companies.
Therefore, an attempt has been made to evaluate the relationship between company specific attributes and variation in Shariah compliance of the companies. In the last few decades there are several studies examining relationship between corporate specific attributes and the level of disclosure have been increasingly witnessed, overlooking the disclosure of Shariah compliance. Owing to this fact, the present study is motivated to examine the various factors chosen could influence the Shariah compliance of the companies. The result of this study reveals that the Shariah compliance of the companies is influenced by firm size Theoretical Economics Letters measured by net sales in all the three models. Hence, it appears that large company has a tendency to share more information in order to reduce the agency cost [46] . Since large companies comes in the focus of public attention which makes them comply more with the Shariah principles. Furthermore, board independence is found to be significant in the voluntary as well as overall model. It implies that the number of independent directors has a positive and noteworthy effect on Shariah compliance by the companies. However, the effect of media & entertainment industry is observed to be significant but with negative coefficient indicates that as many as companies in this industry, lower would be the compliance of Shariah principles. The reason could be variations in the functioning of companies from one industry to another. Moreover, the results also indicated a significant association between growth and Shariah compliance of the company in the mandatory model. This suggested that the companies with higher growth rate would conform the Shariah principles. Conversely, total assets and leverage having negative coefficient with the associated significant p value showed that the Shariah compliance is expected to come down with the increase in total assets and leverage of the company in the model I.
From the above discussion it is evident that the companies with large size and higher growth rate have significant mandatory compliance. Whereas, firm size measuring with net sales and board independence has significant voluntary, subsequently overall compliance. The findings of this study are having significant implications as it provided information on firm specific characteristics for the investors who are looking for investment in Shariah compliant companies.
In this way, investor would be able to keep an eye on their investment. These results may also be advantageous to the regulators in making decisions. Future research should be conducted to examine the other factors which might have been overlooked to consider in this study and could influence the Shariah compliance of the companies.
